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SUBJECT: Legislative Intent to Conformto Federal Self-Enployed Health |Insurance
Deducti on

ANALY SIS NOT REQUIRED of thishill -- Not within scope of responsibility of this department.
TECHNICAL BILL -- No program or fiscal changes to existing program.

BILL ASAMENDED NO LONGER WITHIN SCOPE of responsibility or program of the department and should be
reviewed for reassignment to another department.

TECHNICAL AMENDMENT - No change in previously submitted analysis required. Approved position of prior
analysisis .

MINOR AMENDMENT - No changein previoudy submitted analysis required. Approved position of prior analysis
is .

MINOR AMENDMENT - No changein approved position of . See comments bel ow.
X OTHER - See comments bel ow.

COVMENTS:

The bill as amended on May 8, 1997, woul d have changed the existing deduction
fromgross incone of 25% of a self-enployed individual’s cost for health
i nsurance to 100% of the anmpbunt paid, limted to specified anmounts.

The January 28, 1998 anendnent struck the prior |anguage and replaced it wth
Legi sl ative intent that conmencing with taxabl e years begi nning on or after
January 1, 1998, California shall begin to conformto the federal deduction of
heal t h i nsurance costs of self-enployed individuals by substituting 35%for 25%
for taxable years beginning on or after January 1, 1998, and 45%for taxable
years beginning on or after January 1, 2000.

For taxable years beginning in 1997, the deductible percentage for self-enployed
heal th i nsurance costs, under California law, is 40% (SB 455, Stat. 1997, Ch.
611). For taxable years beginning on or after January 1, 1998, the California
percentage reverts to the pre-1997 percentage of 25% (SB 1233, Stat. 1997, Ch.
612). The federal percentage is incrementally increased from45%to 100% bet ween
the years 1998 and 2007.

The bill as anmended January 28, 1998, no |onger inpacts the Franchi se Tax Board.

DEPARTMENTS THAT MAY BE AFFECTED:

STATE MANDATE GOVERNOR SAPPOINTMENT
Board Position: Agency Secretary Position: GOVERNOR’'SOFFICE USE
S 0 s 0
SA OUA SA OUA Position Approved
N NP N NP Position Disapproved
NA _X_NAR NA NAR Position Noted
_______ PENDING DEFERTO
Franchise Tax Board Staff Date Agency Secretary Date By: Date:
Jeff Garnier 2/17/98
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